7. Paragraph 11 et seq. of the Statement of Generally Recognised Accounting 
Practice, GRAP 1 Presentation of Financial Statements requires that financial 
reporting by entities shall provide information on whether resources were obtained 
and used in accordance with the legally adopted budget. As the budget reporting 
standard is not effective for this financial year, I have determined that my audit of 
any disclosures made by //Khara Hais Municipality in this respect will be limited to 
reporting on non-compliance with this disclosure requirement. 

8. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 

Basis of accounting 

9. The municipality’s policy is to prepare financial statements on the basis of accounting 
as determined by National Treasury, as set out in accounting policy note 1, note 1 to 
the financial statements. 

Basis for qualified opinion 

Property, plant and equipment 

1 0. The completeness, existence and valuation of property, plant and equipment disclosed 
as R201 440 524 could not be confirmed as land was not Included in the asset 
register. Owing to this limitation, no alternative procedures could be performed. 

1 1 . Assets were found to be understated and expenditure overstated with an amount of 
R97 218 as a result of improvements that were expensed and not capitalised. 

VAT 

12. The completeness and accuracy of the VAT liability amounting to R1 847 502 could 
not be confirmed or verified by alternative means due to the lack of supporting 
reconciliations and documentation. 

Corresponding figures 

13. As disclosed in note 26 to the financial statements, the corresponding figures for 30 
June 2007 should have been restated for the accumulated surplus and government 
grant as a result of errors discovered during 30 June 2008 in the financial statements 
of the //Khara Hais Municipality at, and for the year ended, 30 June 2007. The 
corrections were however not accurately reflected in the notes resulting in the 
accumulated surplus being overstated with R1 278 035 and the government grant 
reserve being understated with R1 435 119. 

Creditors 

14. Creditors were understated by R930 777, expenditure understated by R803 538, fixed 
assets understated by R16 274 and VAT was understated by R110 965 due to 
Invoices recorded in the incorrect financial year. 

Provisions 

15. Contrary to paragraph 76 of GAMAP 17, Property, Plant and Equipment the 
municipality has not disclosed the provision for restoration of the municipality’s 
landfill site in Upington and the accompanying accounting policy. The value of the 
provision could not be quantified. 

Financial instruments 

16. The financial instruments were not disclosed in terms of IAS 32 (AC 125) 
Financial instruments presentation, as no disclosure was made regarding 

• detailed financial risk analysis and 

• fair value information, which Included the method of determining fair value and 
significant assumptions made 
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Related parties 

17. Related parties or association with related party transactions was not disclosed in 
the annual financial statements at year-end as required by section 124 of the 
MFMA and IAS 24(AC 126) Related party disclosures. 

Reserves 

18. The existence and completeness of the housing development fund, amounting to 
R38 292 789 In the prior year could not be verified due to a limitation of scope as a 
result of a lack of supporting documentation. Accordingly our auditor’s report on 
the financial statements for the year ended 30 June 2007 was modified in this 
regard. 

Revenue 

19. The occurrence of grants amounting to R1 000 000 could not be substantiated 
with audit evidence. Accordingly our auditor’s report on the financial statements for 
the year ended 30 June 2007 was modified in this regard. 

Irregular expenditure 

20. The municipality omitted disclosure of Irregular expenditure of R 190 773. Accordingly 
our auditor’s report on the financial statements for the year ended 30 June 2007 
was modified In this regard. 

Commitments 

21. The completeness of commitments could not be verified as no list of capital 
commitments could be provided. The entiry’s records did not permit alternative 
procedures to address this limitation of scope. Accordingly our auditor’s report on / 
the financial statements for the year ended 30 June 2007 was modified in this 
regard. 

Qualified opinion 

22. In my opinion, except for the effects of the matters described in the Basis for 
qualified opinion paragraphs, the financial statements present fairly, In all material 
respects, the financial position of //Khara Hals Municipality as at 30 June 2008 and 
its financial performance and cash flows for the year then ended, in accordance 
with the Identified basis of accounting (per par. 8) and in the manner required by 
the MFMA and DoRA. 

Emphasis of matters 

I draw attention to the following matters: 

OTHER MATTERS 

23. I draw attention to the following matters that relate to my responsibilities in the 
audit of the financial statements. 

Internal control 

24. Section 62(1 )(c)(i) of the MFMA states that the accounting officer must ensure that 
the municipality has and maintains effective, efficient and transparent systems of 
financial and risk management and Internal control. The table below depicts the 
root causes of the matters indicated, as they relate to the five components of 
Internal control. In some instances deficiencies existed in more than one internal 
control component. 
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Reporting 

item 

Control 

environ- 

ment 

Assessment 
of risks 

Control 

activities 

Information 

and 

communication 

Monitoring 

for MBia, opinion 


Property, plant 
and equipment 



X 


X 

VAT 



X 


X 

Corresponding 

figures 



X 


X 

Creditors 



X 


X 

Irregular 

expenditure 



X 


X 

Provisions 



X 


X 

Financial 

instruments 


X 

X 


X 

Related parties 


X 

X 


X 

Reserves 



X 


X 

Revenue 



X 


X 

Commitments 












Control envlronme 

Risk assessment; 

nt; establishes the foundation for the internal control system by providing fundamental 
discipline and structure for financial reporting. 

Involves the Identification and analysis by management of relevant financial reporting 
risks to achieve predetermined financial reporting objectives. 

policies, procedures and practices that ensure that management’s financial reporting 
objectives are achieved and financial reporting risk mitigation strategies are carried 
out. 

supports ail other control components by communicating control responsibilities for 
financial reporting to employees and by providing financial reporting information in a 
form and time frame that allows people to carry out their financial reporting duties. 

covers external oversight of internal controls over financial reporting by management or 
other parties outside the process; or the application of independent methodologies, like 
customised procedures or standard checklists, by employees within a process. 

Control activities: 

Information and 

Communication; 

Monitorina; 



25. Non-compliance with applicable legislation 


Municipal Finance Management Act 

• Not ail grant income received by the municipality was paid into the primary bank 
account as required by sections 8(2) (a) of the MFMA. 

• The budget was not submitted to National Treasury In accordance with section 
16(2) and 22(b)(i) of the MFMA. 

• Creditors were not always paid within 30 days as required by section 65(2) (e) of 
the MFMA. 

• There was a lack of several policies and procedures that were not compiled and 
Implemented as required by section 95 (c)(1) 

• All accounts of the municipality were not reconciled on a monthly basis as 
required per section 98(b) of the MFMA. 

• No annual report was submitted by the mayor as required by section 127(1) of 
the MFMA. 
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Municipal Systems Act 

• No policy on skills retention and monitoring of the competency of staff was In 
place to ensure that skilled and competent staff were retained as required by 
section 55 of the Municipal Systems Act. 

• Not all councilors declared interests within 60 days after being appointed as 
required by the Code of Councilors of the Municipal Systems Act. 

• No monitoring and review of performance management systems (PMS) on a 
regular basis. 

SCM regulations 

• Reasons for the awarding of tenders to the approved tenderer as required by 
SCM regulation 5(3aiii) was not always done. 

• The SCM suppliers list was not kept up to date. 

• A monthly report was not submitted to the CFO regarding awards made based 
on less than 3 quotations as required by SCM regulation 17(2). 

• There was no disclosure of reasons in the financial statements regarding the 
deviations from SCM-regulations as required by SCM regulations 36(2). 

26. Matters of governance 


I Matter of governance 

Yes 

No 1 

Audit committee 



• The municipality had an audit committee in operation throughout the 
financial year. 


X 

• The audit committee operates in accordance with approved, written 
terms of reference. 


X 

• The audit committee substantially fulfilled Its responsibilities for the 
year, as set out in section 166(2) of the MFMA. 


X 

Internal audit 



• The municipality had an internal audit function in operation 
throughout the financial year. 

X 


• The Internal audit function operates in terms of an approved Internal 
audit plan. 

X 


• The internal audit function substantially fulfilled its responsibilities for 
the year, as set out in section 165(2) of the MFMA. 


X 

Other matters of governance 



• The annual financial statements were submitted for audit as per the 
legislated deadlines (section 126 of the MFMA). 

X 


• The annual report was submitted to the auditor for consideration 
prior to the date of the auditor’s report. 


X 

• The financial statements submitted for audit were not subject to any 
material amendments resulting from the audit. 


X 

• No significant difficulties were experienced during the audit 
concerning delays or the unavailability of expected information 
and/or the unavailability of senior management. 

X 


• The prior year's external audit recommendations have been 
substantially Implemented. 


X 

Implementation of Standards of Generally Recognised Accounting 
Practice (GRAP) 



• The municipality submitted an implementation plan, detailing 
progress towards full compliance with GRAP, to the National 
Treasury and the relevant provincial treasury before 30 October 
2007. 


X 

• The municipality substantially complied with the Implementation plan 


X 
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it submitted to the National Treasury and the relevant provincial 
treasury before 30 October 2007, detailing its progress towards full 
compliance with GRAP. 



• The municipality submitted an implementation plan, detailing further 
progress towards full compliance with GRAP, to the National 
Treasury and the relevant provincial treasury before 31 March 2008. 


X 


OTHER REPORTING RESPONSIBILITIES 

Report on performance information 

27. I was engaged to review the performance information. 

Responsibility of the accounting officer 

28. In terms of section 121(3)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality prepared by the 
municipality in terms of section 46 of the Local Government: Municipal Systems 
Act. 2000 (Act No. 32 of 2000) (MSA). 

Responsibility of the Auditor-General 

29. I conducted my engagement In accordance with section 13 of the PAA read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 18 May 
2008 and section 45 of the MSA. 

30. In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the auditor’s judgement. 

31. I believe that the evidence I have obtained is sufficient and appropriate to provide 
a basis for the audit findings reported below. 

Audit findings (performance information) 

32. The annual report of the //Khara Hals municipality did not include the annual 
performance report of the municipality prepared by the municipality In terms of 
section 46 of the MSA, as required by section 121(3)(c) of the MFMA. 

33. The municipality has not established mechanisms to monitor and review its 
performance management system in accordance with section 40 of the MSA. 


OTHER REPORTS 
Investigations 

34. With reference to note 30.10 to the financial statements, a forensic investigation 
was conducted on Supply Chain Management (SCM) by an Independent 
consulting firm on request of the municipality. The investigation has been finalised, 
however a final report has not been issued and no criminal proceedings have been 
instituted against the implicated officials. 
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APPRECIATION 

35. The assistance rendered by the staff of //Khara Hais Municipality during the audit 
is sincerely appreciated. 


Kimberley 
29 May 2009 



AUDITOR 

SOUTH 


O E N E R A L 
AFRICA 
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//KHARA HAIS MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS 
(CORRECTED) 

for the year ended 

30^ JUNE 2008 


i am responsible for the preparation of these Anniuial Financial Statements, 
which are set out on pages 1 to 35, in terms of Section 126(1) of the Municipal 
Finance Management Act and which I have signed on behalf of the 
Municipality. 


I certify that the salaries, aliowances and benefits of councillors as disclosed 
in Note 21 of these Annual Financial Statemente are within the upper limits of 
the framework envisaged in Section 219 of the Constitution, read together 
with the Remuneration of Public Officers Bearers Act and the Minister of 
Provincial and Local Governmenfs determination in accordance with this 
Act. 



‘S.'-f 1 {l , 


Mir WJB Engeibrecht 

Dai 

;e 


Municipal Manager 
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//KHARA HAIS MUNICIPALITY 


Statement of Financial Position as at 30 June 2008 




2008 

2007 


Note 

R 

R 

NET ASSETS AND LIABILITIES 




Net Assets 


151,646,806 

145,462,021 

Housing Development Fund 

1 


- 


38,292,789 


Transport Fund 



- 




Capita! Replacement Reserve 



- 


- 


Government Grant Reserve 



25,572,539 


49,356,125 


Public Donation Reserve 



200,000 


- 


Capitalisation Reserve 



91,867,579 


- 


Revaiuation Reserve 



- 


- 


Accumulated Surplus/(Deficit) 



34,006,688 


57,813,107 


Non-Current Liabilities 


23,859,427 

25,880,497 

Long-Term Liabilities 

2 

■ 


■ 

23,729,272 

■ 

Trust Accounts 

3 

1 


1 

2,151,224 

1 

Current Liabilities 


52,476,915 

38,248,008 

Consumer Deposits 

4 


3,877,564 


3,448,175 


Provisions 

6 


3^696,611 


3,636,256 


Creditors 

6 


23,339,889 


11,121,731 


Unspent Conditional Grants & Receipts 

7 


12,091,212 


8,631,400 


VAT 

8 


1,847,502 


2,566,584 


Bank Overdraft 

15 


5,991,723 


7,398,165 


Current Portion of Long-Term Liabilities 

2 




1,445,698 






Total Net Assets and Liabilities 


227,983,148 

209,590,525 

ASSETS 




Non-Current Assets 


202,898,481 

189,178,344 

Property, Plant and Equipment 

11 


201,083,406 


182,787,680 

■ 

Investments 

g 


1,719,651 


6,312,530 

1 

Long-Term Receivables 

10 


95,424 


78,134 

1 

Current Assets 


25,084,667 

20,412,181 

Inventory 

12 


3,746,982 


2,880,210 


Consumer Debtors 

13 


13,374,755 


15,352,295 


Other Debtors 

14 


1,536,294 


2,174,145 


Bank and Cash 

9,15 


6,426,636 


5,530 







Total Assets 


227,983,148 


209,590,525 














//KHARA HAIS MUNICIPALITY 

Statement of Financial Performance for the Year Ended 30 June 2008 




Actual 

Actual 



2008 

2007 


Note 

R 

R 

REVENUE 




Property Rates 

16 


29,226,988 


28,365,771 

Service Charges 

17 


122,010,690 


116.897.623 

Rental of Facilities & Equipment 



5,251,263 


4,862,056 

Interest Earned - External Investments 



190,891 


883,450 

Interest Earned - Outstanding Debtors 



1,123,409 


1,128,748 

Fines 



2,580,775 


2,576,337 

Licences & Permits 



1,334,138 


976,113 

income for Agency Service 



2,282,114 


11,153,664 

Government Grants and Subsidies 

18 


55,634,116 


32,524,949 

Other Income 

19 


3,342,757 


2,904,874 

Gains on Disposal of Property, Plant & Equipment 



197,379 


1,281,464 

SUB-TOTAL REVENUE 


223 , 174,520 

203 , 555,049 

Less: Revenue Foregone 


-205,052 

-270,931 

TOTAL REVENUE 


222 , 969,468 

203,284,118 

EXPENDITURE 




Employee Related Cost' 

20 


79,980,246 


74,561,719 

Remuneration of Councillors 

21 


4,178,611 


4,456.447 

Bad Debts 



5,907,555 


2,875,290 

Collection Cost 



180,356 


174,625 

Depreciation 



12,390,556 


9,395,804 

Repairs & Maintenance 



3,546,952 


4,902,509 

Interest Paid / Capital Charges 

22 


3,048,787 


3,300,329 

Bulk Purchases 

23 


38,485,181 


32,885,849 

Contracted Services 



8,063,645 


8,729.279 

Grants & Subsidies Paid 

24 


9,819,835 


8,609,384 

General Expenses 

25 


51,540,012 


40,157,561 

TOTAL EXPENDITURE 


217 , 141,736 

190 , 048,796 

SURPLUS / (DEFICIT) 


5 , 827,732 

13 , 235,322 

Share of surplus/(deficit) of associate accounted 






for under equity method 



- 


- 

SURPLUS / (DEFICIT) FOR THE YEAR 


5 , 827,732 

13 , 235,322 








//KHARA HAIS MUNICIPALITY 



Corrections with regard to capita! expenditure from previous years funded from own funds were made and transferred to a Capitalisation Reserve, The 
depreciation raised for these years were also written to the Capitalisation Reserve, 
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//KHARA HAIS MUNICIPALITY 

Accounting Policies for the Annual Financial Statements 
For the Year Ended 30 June 2008 

BASIS OF PRESENTATION 


The annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention, except for the revaluation of land and buildings, which are carried 
at fair value. 


These annual financial statements have been prepared in accordance with Generally Accepted Municipal 
Accounting Practices (GAMAP) and Generally Recognised Accounting Practice (GRAP). These accounting 
policies are consistent with those of the previous financial year. 


The financial statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practices (GRAP) and the Standards of Generally Accepted Municipal Accounting Practices 
(GAMAP) prescribed by tfie Minister of Finance in terms of: 

- General Notice 991 of 2005, issued in Government Gazette no. 28095 of 7 December 2005; and 

- General Notice 992 of 2005, issued in Government Gazette no. 28095 of 15 December 2005. 

The standards comprise of the following; 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements , 

GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GAMAP 4 

The Effects of Changes in Foreign Exchange Rates 

GAMAP 6 

Consolidated Financial Statements and Accounting for Controlled Entities 

GAMAP 7 

Accounting for Investments in Associates 

GAMAP 8 

Financial Reporting of interests in Joint Ventures 

GAMAP 9 

Revenue 

GAMAP12 

inventories 

GAMAP 17 

Property, Plant and Equipment 

GAMAP 19 

Provisions, Contingent Liabilities and Contingent Assets 


Accounting policies for materiai transactions, events or conditions not covered by the above GRAP and 
GAMAP Standards have been developed in accordance with paragraph 7. 11 and 12 of GRAP 3. These 
accounting policies and the applicable disclosures have been based on the South African Statements of 
Generally Accepted Accounting Practices (GAAP) including any interpretations of such Statements issued by 
the Accounting Practices Board. A summary of the significant accounting policies are disclosed below. 


No 

Standard No. 

Standard Title 

1 

AC 105 

Leases 

2 

AC 116 

Employee benefits 


The municipality is exempted from the following accounting reporting standards in terms of Government 
notice 504 dated 29 June 2007. 


Financial Reporting 
Standard 

Detail 

Extend of Exemption from Standard 

GRAP 3 

Accounting policies, 
changes in accounting 
estimates and errors 

Identification and impact of Grap standards that have 
been issued but are not yet effective and changes to 
accounting policies (Par 59-61 and 30 -31). 

GAMAP 17 

Property, plant and 
equipment 

Review of depreciation method applied to PPE 
recognised in the annual financial statements. 







Review of useful life of items of PPE recognised in 
the annual financial statements. 

Impairment of non-cash-generatinq assets. 

Impairment of cash generating assets. 


Impairment of assets 

Entire standard. 

GAMAP 12 

Inventories 

The entire standard as far as it relates to immovable 
capital assets inventory that is accounted for in terms 
of GAMAP 17. 

The entire standard to the extend that it relates to 
water stock that was not purchased by the 

municipality. 

IAS 40; (AC 135) 

Investment property 

The entire standard to the extent that the property is 
accounted for in terms of GAMAP 17. 

Disclosure of the fair value of the investment property 
if the cost model is applied and where the municipality 
has recognised the investment property in terms of 
this standards. 

IAS 17; (AC 105) 

Leases 

Recognising operating lease payments / receipts on a 
straight-line basis if the amounts are recognised on 
the basis of the cash flows in the lease agreement. 

IAS 38; (AC 129) 

Intangible assets 

The entire standard except for recognition, 
measurement and disclosure of computer software 
and website costs and all other costs are expensed. 

IAS 19; (AC 116) 

Employee benefits 

Defined benefit accounting as far as it relates to 
defined benefit plans accounted for as defined 
contribution plans and the defined benefit obligation 
disclosed by narrative information. 

GAMAP 9 

Revenue 

Initial Imeasurerhent of fair value discounting all future 
receipts using an imputed rate of interest. 

IAS 39; (AC 133) 

Financial instruments; 
recognition and 
measurement 

Initially measuring financial assets and financial 
liabilities at fair value. 

IFRS 5; (AC 142) 

Non-current assets held 
for sale and discontinued 
operations 

Classification, measurement and disclosure of non- 
current assets held for sale. 

IFRS 7; (AC 144) 

Financial instruments: 
Disclosure 

Entire standard to be replaced by IAS 32(AC 125) 
issued August 2006 and effective for financial 
statements covering periods beginning on or after 

1 January 1998. 


The principal accounting policies adopted in the preparation of these annual financial statements are set out 
below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or 
permitted by a Standard of GAMAP or GRAP. 

2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 

3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

4 RESERVES 


4.1 


Government Grant Reserve 




























When items of property, plant and equipment are financed from government grants, a transfer is made from 
the accumulated surplus/(deficit} to the Government Grants Reserve equal to the Government Grant 
recorded as revenue in the Statement of Financial Performance in accordance with a directive {budget 
circular) issued by National Treasury. When such items of property, plant and equipment are depreciated, a 
transfer is made from the Government Grant Reserve to the accumulated surplus/(deficit). The purpose of 
this policy is to promote community equity by ensuring that the future depreciation expenses that will be 
incurred over the useful lives of government grant funded items of property, plant and equipment are offset 
by transfers from this reserve to the accumulated surplus/(deficit). 

When an item of property, plant and equipment financed from government grants is disposed, the balance in 
the Government Grant Reserve relating to such item is transferred to the accumulated surplus/(deficit). 

4.2 Donations and Public Contributions Reserve 

When items of property, plant and equipment are financed from public contributions and donations, a 
transfer is made from the accumulated surplus/(deficit) to the Donations and Public Contributions Resen/e 
equal to the donations and public contributions recorded as revenue in the Statement of Financial 
Performance in accordance with a directive (budget circular) issued by National Treasury. When such items 
of prope^, plant and equipment are depreciated, a transfer is made from the Donations and Public 
Contributions Reserve to the accumulated surplus/(deficit). The purpose of this policy is to promote 
community equity and facilitate budgetary control by ensuring that sufficient funds are set aside to offset the 
future depreciation charges that will be incurred over the estimated useful life of the item of property, plant 
and equipment financed from donations and public contributions. 

When an item of property, plant and equipment financed from government grants is disposed, the balance in 
the Donations and Public Contributions Reserve relating to such item is transferred to the accumulated 
surplus/(deficit). 

\ 

5 PROPERTY. PLANT AND EQUIPMENT 

Property, plant and equipment, is stated at cost, less accumulated depreciation, except land and buildings, 
which are revalued as indicated below. Heritage assets, which are culturally significant resources and which 
are shown at cost, are not depreciated owing to the uncertainty regarding their estimated useful lives 
Similarly, land is not depreciated as it is deemed to have an indefinite life. 

Where items of property, plant and equipment have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the period that the impairment is identified. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non-monetary assets was measured at its fair value. If 
the acquired item could not be measured at its fair value, its cost was measured at the carrying amount of 
the asset given up. 


Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are met. 


Depreciation is calculated on cost, using the straight-line method over the estimated useful lives of the 
assets. The annual depreciation rates are based on the following estimated asset lives:- 


Asset 

Years 

Asset 

Years 

Roads and Paving 

30 

Specialist vehicles 

10 

Pedestrian Malls 

30 

Other vehicles 

5 

Eiectricity 

20-30 

Office equipment 

3-7 

Water 

15-20 

Furniture and fittings 

7-10 

Sewerage 

15-20 

Watercraft 

15 

Community Butldinga 

30 

Bins and containers 

5 

Recreational Facilities 

20-30 

Specialised plant and equipment 

10-15 

Security 

6 

Other items of plant and equip 

2-5 

Buildings 

30 

Landfill sites 

15 






























The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sales proceeds and the carrying value and is recognised in the 
Statement of Financial Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated 
recoverable amount. It is written down immediately to its recoverable amount and an impairment loss is 
charged to the Statement of Financial Performance. 

6 INVESTMENTS 

6.1 Financial Instruments 

Financial instruments, which include listed government bonds, unlisted municipal bonds, fixed deposits and 
short-term deposits invested in registered commercial banks, are stated at cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is 
recognised as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is 
charged or credited to the Statement of Financial Performance. 

7 INVENTORIES 

Consumable stores, raw materials, work-in-progress and finished goods are valued at the lower of cost and 
net realisable value. In general, the basis of determining cost is the weighted average method. 

Redundant and slow-moving inventories are identified and written down from cost to net realisable value with 
regard to their estimated economic or realisable values. 

8 ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receivables 
based on a review of all outstanding amounts at year-end. Bad debts are written off during the year in which 
they are identified. Amounts that are receivable within 12 months from the reporting date are classified as 
current. 

9 TRADE CREDITORS 

Trade creditors are stated at their nominal value. 

10 REVENUE RECOGNITION 

10.1 Revenue from Exchange Transactions 

Service charges relating to electricity and water are based on consumption. Meters are read on a monthly 
basis and are recognised as revenue when invoiced. Provisional estimates of consumption are made 
monthly when meter readings have not been performed. The provisional estimates of consumption are 
recognised as revenue when invoiced. Adjustments to provisional estimates of consumption are made in the 
invoicing period in which meters have been read. These adjustments are recognised as revenue in the 
invoicing period. Revenue from the sale of electricity prepaid meter cards are recognised at the point of sale. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the 
approved tariff to each property that has improvements. Tariffs are determined per category of property 
usage, and are levied montiily based on the number of refuse containers t plastic bags issued on each 
property, regardless of whether or not all containers / plastic bags are emptied / removed during the month. 
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Service charges from sewerage and sanitation are based on the number of sewerage connections on each 
developed property using the tariffs approved from Council and are levied monthly. 

Interest and rentals are recognised on a time proportion basis. 

Dividends are recognised on the date that the Municipality becomes entitled to receive the dividend. 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant 
service is rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 

Revenue from the sale of goods is recognised when the risk is passed to the consumer. 

Revenue from public contributions is recognised when aii conditions associated with the contribution have 
been met or where the contribution is to finance property, plant and equipment, when such items of property, 
plant and equipment is brought into use. Where public contributions have been received but the municipality 
has not met the condition, a liability is recognised. 

10.2 Revenue from non-exchange transactions 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection 
charges are recognised when such amounts are legally enforceable. Penalty interest on unpaid rates Is 
recognised on a time proportion basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised 
when payment is received. 

Donations are recognised on a cash receipt basis or where the donation Is in the form of property, plant and 
equipment, when such items of property, plant and equipment are brought into use. ^ 

Contributed property, plant and equipment is recognised when such Items of property, plant and equipment 
are brought into use. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on 
legislated procedures, including those set out in the Municipai Finance Management Act (Act No.56 of 2003} 
and is recognised when the recovery thereof from the responsible councillors or officials is virtually certain. 

11 CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent 
that the Municipality has complied with any of the criteria, conditions or obligations embodied in the 
agreement. To the extent that the criteria, conditions or obligations have not been met a liability is 
recognised. 

12 PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past 
events, it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reporting sheet 
date and adjusted to reflect the current best estimate. Non-current provisions are discounted to the present 
value using a discount rate based on the average cost of borrowing to the Municipality. 

13 CASH AND CASH EQUIVALENTS 


Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments 
that are held with registered banking institutions with maturities of three months or less and are subject to an 
insignificant risk of change in value. 
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For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits 
held on call with banks and investments in financial instruments, net of bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed 
as incurred. 

14 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government, municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act 
(Act No.56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

15 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 
2003), the Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or 
is in contravention of the Municipality's supply chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 

16 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made In vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

17 COMPARATIVE INFORMATION 

17.1 Current year comparatives: 

Budgeted amounts have been included in the annual financial statements for the current financial year only. 

17.2 Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are reclassified. The nature and reason for the reclassification is disclosed. 

18 RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and councillors. The contributions to fund 
obligations for the payment of retirement benefits are charged against revenue in the year they become 
payable. The defined benefit funds, which are administered by the various Board of Directors of the funds, 
are actuarially valued in terms of their own rules and national legislation. 

19 BORROWING COSTS 


Borrowing costs are recognised as an expense in the Statement of Financial Performance. 



//KHARA HAIS MUNICIPALITY 

Notes to the Financial Statements for the Year Ended 30 June 2008 


Note 

Description 

2008 

R 

2007 

R 

1 

HOUSING DEVELOPMENT FUND 




Housing Development Fund 

Loans Extinguished by Government on 1 April 1 998 

- 

38,292.789 



- 

38,292,789 





2 

LONG-TERM LIABILITIES 




Annuity Loans 

Less ; Current portion transferred to current liabilities 

Annuity Loans 

Total External Loans 

23,619.647 

-1,632,414 

21,987,233 

25,174,970 

-1,445,698 

23,729,272 


(Refer to Appendix A for more detail on long-temi liabilities) 



3 

TRUST ACCOUNTS 




Gordonia Fund 

Employee Benefits in Trust 

Total Trust Accounts 

364.284 

1,507,910 

1,872,194 

364,284 

1,786,940 

2,151,224 


Gordonia Fund 

Balance at Beginning of Year 

Received 

Expenditure Incurred 

Transfer to Current Provisions 

Balance at End of Year 

364,284 

364,284 


364,284 

364,284 

1 

Employee Benefits In Trust 

Balance at Beginning of Year 

Received 

Capital Withdraw 

Interest Received 

Interest Withdraw 

Balance at End of Year 

1,786,940 

-283,816 

4,786 

1,257,074 

633,475 

-105,119 

130,697 

-129,187 

1 

1,507,910" 

1,786,940 

1 

< 

'Amounts kept in tnjst for beneficiaries of deceased employees was not previously recognised in the accounting 
system of the Council. This amounts are invested and utilised in ternis of the stipulations of the curator of the 
estate) 
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Note 

Description 

2008 

R 

2007 

R 

4 

CONSUMER DEPOSITS 

Electricity and Water 

Sundry 

Total Consumer Deposits 

3,294,870 

673,414 

2,883,501 

564,674 


3,968,284 

3,448,175 


Guarantees Held In Lieu of Electricity and Water Deposits 




-90,720 

86.130 


CouncUs policy do not allow for the payment of interest on the deposits held by the municipality. 

1 

5 

PROVISIONS 

Performance Bonusses 

Long Service Leave 

Total Provisions 

- 



- 

- 


No separate provision exist The note is just for information. 



6 

CREDITORS 

Trade Creditors 

Payments Received in Advance 

Retentions 

Unidentifeld Deposits 

Outstanding Cheques 

Other Creditors 



1 

9,707,667 

657.387 

1,828,897 

1,893,386 

8,519,431 

733,121 


5,605,607 

927,130 

1,998.398 

2,590,595 


( 

Staff Leave 

Current Portion of Long-Term Liabilities 

23,339,889 

3,696,611 

1,632,414 

11,121,731 

3,636,256 

1,445,698 



28,668,914 

16,203,685 






no 
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Note Description 

7 UNSPENT CONDITIONAL 


2008 

R 


2007 

R 


GRANTS AND RECEIPTS 


7.1 


Conditional Grants From Other Spheres of Government 

Housing 

FMG 

MSIG 

Provincial grants 

MIG 

Other 

Provincial LED Projects 
EPWP 


Total Conditional Grants and Receipts 




See Note 18 for reconciliation of grants from other spheres of government. These amounts are invested in a ring- 
fenced investment until utilised. 


8 


VAT 


VAT Payable 1.847.502 


VAT IS payabie on the receipts basis. Only once payment is received from debtors is VAT paid over to SARS and 
claimed from SARS when actual payment of creditors are done. 


9 


INVESTMENTS 


Financial Instruments 
Unlisted 
Fixed Deposits 
Call Deposits 


10 


LONG-TERM RECEIVABLES 


1,719,651 6.312,530 

6,420,53 4 

8,140,185 6,312,530 


Sundry Staff Loans 

Less : Provision for Bad Debt 

Total 


258,194 380,066 

-162 ,769 -301 ,932 

95,425 78,134 
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11 

PROPERTY, PLANT AND EQUIPMENT 


30 June 2008 

Reconciliation of Carrying Value 

Land and 
Buildings 

R 

Infra- 

structure 

R 

Community 

R 

Heritage 

R 

Ottier 

R 

Total 

R 


Carrying Values at Uuly 2007 5,423,526 100,313,634 54,845,242 2,219.321 19,985.960 182.787.683 

Cost 

42,974.586 

219,806,345 

MrZKiA-lilikl 


52.391,992 


Correction of Error (Note 27) 

- 

- 





Accumulated Depreciation 

-37,551,059 

-119,492,711 

1 -16,309,766 

1 -4,630 

-32,406,032 

■205.764.198 

Acquisitions 1,551,177 20,951,564 970,305 - 7,213.803 30,686,849 

Capital Under Construction - - - ^ _ 

Depreciation -50,346 -6,580,025 -45,584 - -5,714,601 -12,390,556 

Carrying Value of Disposals & Transfers - -62,122 - - 61 552 -570 


- 

-81.426 




-17,740 


- 

19,304 



- 


17.170 

Impairment Losses - I I 7 ^ 

Other Movements - ^ ^ „ 

Carrying Values at 30 June 2008 6,924,357 114,623,061 66,769,963 2.219.321 21,546.714 201.083 406 

Cost 

44,525,762 

240,676.483 

72.125.313 

2,223,951 

59,669,401 

419,220,990 

Accumulated Depreciation 

-37,601.405 

-126,053,432 

-16,355.350 

-4,630 

-38,122,767 

-218,137.584 




30 June 2007 

Reconciliation of Carrying Value 

Land and 
Buildings 

R 

Infra- 

structure 

R 

Community 

R 

Heritage 

R 

Other 

R ' 

Total 

R 


Carrying Values at 1 July 2006 1,124,836 73,427,450 55,428,321 2,215,529 18.874.245 151.070.381 

Cost 

8,145,251 

188,063,144 1 

102,226,432 

2,220,159 

46,866,227 

347,520,213 

Correction of Error (Note 27) 

- 






Accumulated Depreciation 

-7,020.415 

-114,635,694 | 


-4,630 

-27,990,982 

BlrMEblrlcKI 

Acquisitions 1,572,144 32,316,785 1,511,491 3,792 5,627,345 

Capital Under Construction - - . . _ 

Depreciation -50,314 -4,897,627 -28,418 - .4,419,445 

Carrying Value of Disposals 2,776,860 -532,974 -2,066.152 - -96 185 



Cost 



-32.582.915 

-I 


111 

Accumulated Depreciation 

-30,480,330 1 


30,516,763 




Impairment Losses 

Other Movements - - . . ^ 

Carrying Values at 30 June 2007 5,423,526 100,313,634 54,845,242 2,219,321 19.985.960 

182,787,683 


Cost 

42,974,585 

219.806,345 

71,155,008 


52,391,992 

388,551,881 

Accumulated Depreciation 

-37,551,059 

-119,492,711 

-16,309,766 


-3i406,032 

-205,764.198 

The Munidpality has taken advantage of the exemptions with mgafxf to GAMAP 17 as set cut in Government Gazette 30013 dated 29 June 2007. The 
Municipality is in the process of itemising ali infrastructure and community assets and will catculaie acxiumuiafed depredation once this exercise has been 
compieted by 30 June 2009. At present this assets are not depreciated. Purtbennore, the Municipality has not assessed whether items of property, plant 
and equipment are impaired. It (s expected that an assessment of impairments wifi be done by 30 June 2009. 
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Note 

Description 

2008 

R 

2007 

R 

12 

tNVENTORY 

Consumable Stores - At Cost 


3,746,982 

3,746,982 

2,880,210 

2,880,210 






13 

CONSUMER DEBTORS 

Gross 

Balances 

Provision for 
Bad Debts 

Net Balance 


As at 30 June 2008 

R 

R 

R 


Rates & Services 

Sundry 

35,125,430 

894,096 

21,750,675 

738,351 

13,374,755 

155,745 


Sub-Total 

Less; Sundry debtors included as other 
debtors 

36,019,526 

894,096 

22,489,026 

738,351 

13,530,500 

155,745 


Total 

35,125,430 

21,750,675 

13,374,755 


As at 30 June 2007 



- 


Rates & Services 

Sundry 

33,047,149 

872,361 

17,694,453 

599.188 

.15,352,696 

273,173 


Sub-Total 

Less: Sundry debtors included as other 
debtors 

33,919,510 

872,361 

18,293,641 

599,188 

15,625,869 

273,173 


Total 

33,047,149 

17,694,«3 

15,352,696 


Debtors accounts paid in advance to the amount of R 927, 130 are included in creditors and added back to debtors as per 
Ledger 


Rates & Services 





Current (0 - 30 days) 

31-60 Days 

61 - 90 Days 

91 - 120 Days 


10,281,670 

2,810,238 

1,504,855 

833,297 

10,418,050 

2,676,300 

1,650,382 

607,964 


L 


J 
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